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Federal Grants to State and Local Governments

Summary

The federal government is expected to provide state and local governments about $750 billion in
federal grants in FY2019, funding a wide range of public policies, such as health care,
transportation, income security, education, job training, social services, community development,
and environmental protection. Federal grants account for about one-third of total state
government funding, and more than half of state government funding for health care and public
assistance.

Congressional interest in federal grants to state and local governments has always been high
given the central role Congress has in determining the scope and nature of the federal grant-in-aid
system, the amount of funding involved, and disagreements over the appropriate role of the
federal government in domestic policy generally and in its relationship with state and local
governments.

Federalism scholars agree that congressional decisions concerning the scope and nature of the
federal grants-in-aid system are influenced by both internal and external factors. Intemal factors
include congressional party leadership and congressional procedures; the decentralized nature of
the committee system; the backgrounds, personalities, and ideological preferences of individual
Members; and the customs and traditions (norms) that govern congressional behavior. Major
external factors include input provided by voter constituencies, organized interest groups, the
President, and executive branch officials. Although not directly involved in the legislative
process, the Supreme Court, through its rulings on federalism issues, also influences
congressional decisions concerning the federal grants-in-aid system.

Overarching all of these factors is the evolving nature of cultural norms and expectations
concerning government’s role in American society. Over time, the American public has become
increasingly accepting of government activism in domestic affairs generally, and of federal
government intervention in particular. Federalism scholars attribute this increased ac ceptance of,
and sometimes demand for, government action as a reaction to the industrialization and
urbanization of American society; technological innovations in communications, which have
raised awareness of societal problems; and exponential growth in economic interdependencies
brought about by an increasingly global economy.

This report provides a historical synopsis of the evolving nature of the federal grants-in-aid
system, focusing on the role Congress has played in defining the system’s scope and nature. It
begins with an overview of the contemporary federal grants-in-aid system and then examines its
evolution over time, focusing on the internal and external factors that have influenced
congressional decisions conceming the system’s development. It concludes with an assessment of
the scope and nature of the contemporary federal grants-in-aid system and raises several issues
for congressional consideration, including possible ways to augment congressional capacity to
provide effective oversight of this system.
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The Congressional Role

Over the years, the federal intergovernmental system of governance has been characterized by
many scholars as becoming increasingly centralized and coercive, with the federal government
using federal grants, federal mandates, and federal preemption of state authority to expand its
influence in many policy areas previously viewed as being the traditional responsibility of state
and local governments.* In FY2019, the federal government is expected to provide state and local
governments about $750 billion in federal grants encompassing a wide range of public policy
areas, such as health care, transportation, income security, education, job training, social services,
community development, and environmental protection.? Federal grants account for just under
one-third of total state government funding, and more than half of state government funding for
health care and public assistance.?

Congress has a central role in determining the scope and nature of federal grant programs. In its
legislative capacity, Congress first determines what it wants to accomplish and then decides
whether a grant-in-aid program is the best means to achieve it. Congress then selects which of the
six grant mechanisms to use (project categorical grant, formula categorical grant, formula-project
categorical grant, open-end reimbursement categorical grant, block grant, or general revenue
sharing), and crafts legislation to accomplish its purpose, incorporating the chosen grant
instrument.* As with all legislation generally, Congress oversees the grant’s implementation to
ensure that the federal administrating agency is held accountable for making certain that
congressional expectations concerning program performance are met.

Federalism scholars agree that congressional decisions concerning the scope and nature of the
federal grants-in-aid system are influenced by both internal and external factors. Intemal factors
include congressional party leadership and congressional procedures; the decentralized nature of
the committee system; the backgrounds, personalities, and ideological preferences of individual
Members (especially those of party leaders and committee and subcommittee chairs and ranking
minority Members); and the customs and traditions (norms) that govern congressional behavior.
Major external factors include input provided by voter constituencies, organized interest groups
(especially the National Governors Association, the National League of Cities, U.S. Conference
of Mayors, and the National Association of Counties), the President, and executive branch
officials.® Although not directly involved in the legislative process, the Supreme Court, through
its rulings on federalism issues, also influences congressional decisions conceming federal grant-
in-aid programs.

! John Kincaid, “From Cooperative to Coercive Federalism,” The Annals of the American Academy of Political and
Social Science, vol. 509, no. 1 (1990), pp. 139-152. Note: the term coercive isoften used in legal arguments to suggest
that provisions of law related to federal grants-in-aiddo not have constitutional standing. Federalism scholarsuse the
term to describe, as Kincaid explainedit (p. 139), the shift in emphasis “from fiscal tools to stimulate
intergovernmental policy cooperation” to an increasedreliance on “regulatory tools to ensure the supremacy of federal
policy.”

2 U.S. Office of Management and Budget (OMB), Budget of the United States Government, Fiscal Year 2020:
Historical Tables, Table 12.3, T otal Outlays for Grantsto State and Local Governments, at
https://mmww.whitehouse.gov/iwp-content/uploads/2019/03/hist-fy2020.pdf.

3 National Association of State Budget Officers, State Expenditure Report, Examining FY2016-2018 State Spending,
pp. 5, 8, 39, 53, at https://mmw.nasho.org/mainsite/reports-data/state-expenditure-report.

4U.S. Advisory Commission on Intergovernmental Relations (ACIR), Categorical Grants: Their Role and Design, A-
52,1978, p. 61, at http:/mmw.library.unt.edu/gpo/acir/Reports/policy/a-52.pdf.

5 Thid.
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Overarching all of these factors is the evolving nature of cultural norms and expectations
concerning government’s role in American society. Over time, although the American public has
become increasingly skeptical of government performance, they have also become increasingly
accepting of government activism in domestic affairs generally, and of federal government
activism in particular.® Federalism scholars attribute this increased acceptance of, and sometimes
demand for, government action as a reaction to the industrialization and urbanization of American
society; technological innovations in communications, which have raised awareness of societal
problems; and exponential growth in economic interdependencies brought about by an
increasingly global economy.’

This report provides a historical synopsis of the evolving nature of the federal grants -in-aid
system, focusing on the role Congress has played in defining the system’s scope and nature. It
begins with an overview of the contemporary federal grants-in-aid system and then examines its
evolution over time, focusing on the internal and external factors that have influenced
congressional decisions concerning the system’s development. It concludes with an assessment of
the scope and nature of the contemporary federal grants-in-aid system and raises several issues
for congressional consideration, including possible ways to augment congressional capacity to
provide effective oversight of this system.

Federal Grants to State and Local Governments

Different federal departments and agencies, including the U.S. Census Bureau, the Government
Accountability Office (GAO), and the U.S. Office of Management and Budget (OMB), use
different definitions to determine what counts as a federal grant-in-aid program. However, there &
agreement on the general characteristics associated with each grant type.

The three general types of federal grants to state and local governments are categorical grants,
block grants, and general revenue sharing (see Table 1). Categorical grants can be used only for a
specifically aided program and usually are limited to narrowly defined activities. Block grants can
be used only for a specifically aided set of programs and usually are not limited to narrowly
defined activities. General revenue sharing can be used for any purpose not expressly prohibited
by federal or state law and is not limited to narrowly defined activities.

The four types of categorical grants are project categorical grants, formula categorical grants,
formula-project categorical grants, and open-end reimbursement categorical grants. Project
categorical grants are awarded on a competitive basis through an application process specified by
the federal agency making the grant. Formula categorical grants are allocated among recipients
according to factors specified within enabling legislation or administrative regulations (e.g.,
population, median household income, per capita income, poverty, and number of miles driven).
Formula-project categorical grants use a mixture of fund allocation means, typically involving the
use of a formula specified within enabling legislation or administrative regulations to allocate
available funds among the states, followed by an application process specified by each recipient
state to allocate available funds on a competitive basis among local governments or other eligible
applicants. Open-end reimbursement categorical grants, often regarded as the equivalent of

6 For example, see Pew Research Center, “T he Public, the Political System and American Democracy : Most say
‘design and structure’ of government need big changes,” April 26,2018, at https://mww.people-
press.org/2018/04/26/the-public-the-political-system-and-american-democracy/.

7 Samuel H. Beer, “The Modernization of American Federalism,” in Toward *76 — The Federal Polity, special issue of
Publius: The Journal of Federalism, vol. 3, no 2 (fall 1973), pp. 49-95; and David B. Walker, The Rebirth of
Federalism, 2" Edition (NY: Chatham House Publishers, 2000), pp. 19-35.
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formula categorical grants, provide a reimbursement of a specified proportion of recipient
program costs, eliminating competition among recipients as well as the need for an allocation
formula.®

A Continuum of Federal Grant Administrative Conditions

Of the six grant types, project categorical grants typically impose the most restraint on recipients
(see Table 1). Federal administrators have a high degree of control over who receives project
categorical grants (recipients must apply to the appropriate federal agency for funding and
compete against other potential recipients who also meet the program’s specified eligibility
criteria); recipients have relatively little discretion concerning aided activities (funds must be used
for narrowly specified purposes); and there is a relatively high degree of federal administrative
conditions attached to the grant, typically involving the imposition of federal standards for
planning, project selection, fiscal management, administrative organization, and performance.

Table |. Classification of Grant Types by Three Defining Traits

Federal Administrator’s Funding Discretion

Low Medium High

Formula Categorical Grant Block Grant—Formula-Project Project Categorical Grant
Categorical Grant

Open-ended Reimbursement
Categorical Grant

General Revenue Sharing

Range of Recipient’s Discretion in Use of Funds

Low Medium High

Project Categorical Grant Block Grant General Revenue Sharing

Formula-Project Categorical
Grant

Formula Categorical Grant

Open-ended Reimbursement
Categorical Grant

Extent of Performance Conditions

Low Medium High

General Revenue Sharing Block Grant Project Categorical Grant
Formula Categorical Grant

Formula-Project Categorical
Grant

Open-ended Reimbursement
Categorical Grant

8 ACIR, Categorical Grants: Their Role and Design, A-52,1978, pp. 5, 61, at http:/Ammw.library.unt.edu/gpo/acir/
Reports/policy/a-52.pdf.
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Source: US. Advisory Commission on Intergovernmental Relations, Categorical Grants: Their Role and Design, A-
52 (Washington, DC: GPO, 1978),p.7.

General revenue sharing imposes the least restraint on recipients.® Federal administrators have a
low degree of discretion over who receives general revenue sharing (funding is allocated
automatically to recipients by a formula or formulas specified in legislation); recipients have
broad discretion concerning aided activities; and there is a relatively low degree of federal
administrative conditions attached to the grant, typically involving periodic reporting criteria and
the application of standard government accounting procedures.

Block grants are at the midpoint in the continuum of recipient discretion. Federal administrators
have a low degree of discretion over who receives block grants (after setting aside funding for
administration and other specified activities, the remaining funds are typically allocated
automatically to recipients by a formula or formulas specified in legislation); recipients have
some discretion concerning aided activities (typically, funds can be used for a specified range of
activities within a single functional area); and there is a moderate degree of federal administrative
conditions attached to the grant, typically involving more than periodic reporting criteria and the
application of standard government accounting procedures, but with fewer conditions attached to
the grant than project categorical grants.

Outlays for Federal Grants to State and Local
Governments

As indicated in Table 2, outlays for federal grants to state and local governments have generally
increased over the years, with a relatively rapid increase from FY2008 through FY2010 due
primarily to the enactment of P.L.. 111-5, the American Recovery and Reinvestment Act of 2009
(ARRA). ARRA provided state and local governments $274.7 billion in grants, contracts, and
loans combined.? State and local governments received $52.9 billion in ARRA grants, contracts,
and loans in FY2009, $111.9 billion in FY2010, $68.8 billion in FY2011, $25.6 billion in
FY2012, 11.8 billion in FY2013, and $1.6 billion in FY2014 to assist their recovery from the
“Great Recession” (December 2007-June 2009).11

As expected, after reaching $608.4 billion in FY2010, outlays for federal grants to state and local
governments declined somewhat in FY2011 as ARRA funding began to unwind, and then
declined further to $544.6 billion in FY2012 and to $546.2 billion in FY2013 as most of ARRA’s
funding expired. Outlays for federal grants to state and local governments have increased since
then, primarily due to increased outlays for Medicaid.

9 For further information and analysis concerning general revenue sharing, see CRS Report RL31936, General Revenue
Sharing: Background and Analysis, by Steven Maguire.

10 The Recovery Accountability and Transparency Board, “Recovery.gov: State/Territory Totals by Award Type,” at
http://mmw.recovery.gov/arra/T ransparency/RecoveryData/Pages/Recipient AwardSummaryby State.aspXx.

11 U.S. Government Accountability Office (GAO), “Following the Money: GAO’s Oversight of the Recovery Act,” at
http://mmw.gao.gov/recovery/. ARRA provided additional funding for awide range of federal grantsto state and local
governments, including Medicaid ($93 billion, primarily for atemporary increase in the Federal Medical Assistance
Percentages reimbursement rate), a State Fiscal Stabilization Fund ($53.6 hillion), Build America Bonds ($30 hillion),
Highways and Bridges ($27.5 billion), Title 1-A, elementary and secondary education for the disadvantaged, ($13
billion), Individuals with Disabilities Education Act ($12.2 billion), Public Transit ($8.4 billion), Intercity Passenger
Rail Capital, Congestion, and Corridor Development grants ($8 billion), Temporary Assistance for Needy Families ($5
billion), and Weatherization Assistance Grants ($5 billion).
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Table 2. Outlays for Federal Grants to State and Local Governments, by Function,
Selected FY1902-FY2019

(nominal $ in millions)

Education,
Training,
Employment Community
Fiscal Income and Social and Regional
Year Total Health Security Services Transportation Development Other
2019est. $749,554  $453.862  $114,169 $67,500 $67.211 $21917 $24,895
2018 696,507 421,117 110,649 60,591 64,836 19,089 20,225
2017 674,700 406,946 107,400 61,553 64,783 14,797 19,221
2016 660818 396,666 104,769 60,867 63,861 15,298 19,357
2015 624,354 368,026 101,082 60,527 60,831 14,357 19,531
2014 576,965 320,022 100,869 60,485 62,152 13,232 20,205
2013 546,171 283,036 102,190 62,690 60,518 16,781 20,956
2012 544,569 268,277 102,574 68,126 60,749 20,258 24,585
2011 606,766 292,847 113,625 89,147 60,986 20,002 30,159
2010 608,390 290,168 115,156 97,586 60,981 18,908 25,591
2000 285,874 124,843 68,653 36,672 32,222 8,665 14,819
1990 135,325 43,890 36,768 21,780 19,174 4,965 8,748
1980 91,385 15,758 18,495 21,862 13,022 6,486 15,762
1970 24,065 3,849 5,795 6417 4,599 1,780 1,625
1960 7019 214 2,635 525 2,999 109 537
1950 2,253 122 1,335 150 465 I 180
1940 872 22 341 28 165 0 316
1930 100 0 | 22 76 0 |
1922 118 0 | 7 92 0 18
1913 12 0 2 3 0 0 7
1902 7 0 | | 0 0 5

Sources: U.S. Office of Management and Budget, Budget of the United States Government, Fiscal Year 2020:

Historical Tables, Table 12.3, Total Outlays for Grants to State and Local Governments, at
http://lwww.whitehouse.gov/omb/budget/Historicals; and U.S. Department of Commerce, Bureau of the Census,
Historical Statistics of the United States, Colonial Times to 1970, Part 2, pp. 1123, 1125, at http://www2.census.gov/
prod2/statcomp/documents/CT 970p2-12 pdf.

As indicated in Table 2 and Figure 1, in FY2019 health care is anticipated to account for more
than half of total outlays for federal grants to state and local governments (an estimated $453.9
billion in FY2019, or 60.6% of the total), followed by income security ($114.2 billion, or 15.2%),
education, training, employment, and social services ($67.5 billion, or 9.0%), transportation
($67.2 billion, or 9.0%), community and regional development ($21.9 billion, or 2.9%), and all

other ($24.9 billion, or 3.3%).
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Figure |.Outlays for Federal Grants to State and Local Governments, by Function,
FY2019 Estimate

Community and

Regional
Development Other
(2.9%) (3.3%)

Transportation
(9.0%)

Education, Training,
Employment and
Social Services
(9.0%)

Health
(60.6%)

Income Security
(15.2%)

Source: US. Office of Management and Budget, Budget of the United States Government, Fiscal Year 2020: Historical
Tables, Table 12.3, Total Outlays for Grants to State and Local Governments, at http://www.whitehouse.gov/
omb/budget/Historicals.

Medicaid, with $418.7 billion in expected federal outlays in FY2019, has, by far, the largest
budget of any federal grant-in-aid program. Ten other federal grants to state and local
governments are expected to have federal outlays in excess of $10 billion in FY2019: Federal-Aid
Highways ($43.9 billion), Child Nutrition ($23.9 billion),2Tenant Based Rental Assistance—
Section 8 vouchers ($22.3 billion), the Children’s Health Insurance Fund ($18.4 billion),
Accelerating Achievement and Ensuring Equity (Education for the Disadvantaged—3$17.4
billion), Temporary Assistance for Needy Families ($16.5 billion), Special Education ($13.2
billion), State Children and Families Services Programs ($10.9 billion), Urban Mass
Transportation Grants ($10.3 billion), and the Disaster Relief Fund ($10.2 billion).13

Table 3 provides data on outlays for federal grants to state and local governments in nominal and
constant (inflation-adjusted) dollars, as a percentage of total federal outlays and as a percentage
of national gross domestic product (GDP) for selected fiscal years since FY1960. It also indicates
the percentage of these outlays that are payments for individuals, as opposed to payments for
capital improvements and government operations.

12 Child Nutrition includes the School Breakfast Program, the National School Lunch Program, and other nutrition
programs.

13 OMB, Budget of the United States Government, Fiscal Year 2020: Historical Tables, Table 12.3, Total Outlays for
Grants to State and Local Governments, at http://mmw.whitehouse.gov/omb/budget/Historicals.
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Table 3. Outlays for Federal Grants to State and Local Governments, Percentage of
Outlays for Individuals, in Constant Dollars, and as a Percentage of Total Federal
Outlays and National Gross Domestic Product, Selected Fiscal Years, 1960-2019

Constant $ % of Total
Nominal $ % Outlays for (in billions, Federal % of National
Fiscal Year (in millions) Individuals FY2012) Outlays GDP
2019 est. $749,554 753% $667.3 16.5% 3.5%
2018 696,507 755% 635.1 17.0% 3.4%
2017 674,712 753% 6322 16.9% 3.5%
2016 660,833 75.0% 630.3 17.2% 3.6%
2015 624,357 742% 5993 16.9% 3.5%
2014 576,978 71.5% 556.8 16.5% 3.3%
2013 546,178 69.4% 536.4 15.8% 3.3%
2012 544573 66.9% 544.6 15.4% 3.4%
2011 606,700 64.7% 620.9 16.8% 3.9%
2010 608,390 64.3% 637.6 17.6% 4.1%
2005 428,018 65.1% 511.6 17.3% 3.3%
2000 285,874 65.2% 389.1 16.0% 2.8%
1995 224,991 64.7% 3387 14.8% 3.0%
1990 135,325 57.2% 2389 10.8% 2.3%
1985 105,852 47.9% 2317 11.2% 2.5%
1980 91,385 36.2% 2837 15.5% 33%
1975 49,791 344% 2309 15.0% 3.0%
1970 24,065 37.7% 1517 12.3% 2.3%
1965 10910 35.9% 804 9.2% 1.5%
1960 7019 37.4% 548 7.6% 1.3%

Source: US. Office of Management and Budget, Budget of the United States Government, Fiscal Year 2020: Historical
Tables, Table 12.1, Summary Comparison of Total Outlays for Grants to State and Local Governments: 1940—
2024 (in Current Dollars, as Percentages of Total Outlays, as Percentages of GDP, and in Constant (FY 20 12)
Dollars) at http://www.whitehouse.gov/omb/budget/Historicals.

As indicated in Table 3, total outlays for federal grants to state and local governments have
generally increased since the 1960s.14 However, the magnitude of those increases has varied over
the years. For example, outlays for federal grants to state and local governments increased, in
nominal dollars, 187.3% during the 1960s, 246.4% during the 1970s, 33.4% during the 1980s,
98.0% during the 1990s, and 98.6% during the first decade of the 2000s. 15

14 Outlays for federal grantsto state and local governmentsincreased, in nominal dollars, in 51 of the 57 fiscal years
from FY1960 through FY2017—the declinesoccurred in FY1982, FY1983, FY1987, FY2011, FY2012,and FY2013.
15 OMB, Budget of the United States Government, Fiscal Year 2010: Historical Tables, pp. 239-240, at
http://Ammw.gpoaccess.gov/usbudget/fy10/pdf/hist.pdf. Note: The percentageswere derived by dividing the difference
between expenditures for the ninth year of the decade and the first year of the decade by expenditures for the first year
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Outlay growth for federal grants to state and local governments has, in most years, exceeded
inflation. However, as indicated in Table 3, those outlays, expressed in constant (FY2012)
dollars, did not keep pace with inflation during the early 1980s and during the early 2010s.16

Federalism scholars have noted that since the 1980s, the focus of federal grants to state and local
governments has shifted from providing assistance to places (e.g., to build public highways,
support public education, criminal justice systems, economic development endeavors, and
government administration) to people (e.g., providing health care benefits, social welfare income,
housing assistance, and social services).1” Much of this shift is attributed to Medicaid, which has
experienced relatively large outlay growth over the past several decades. As shown in Table 3,
during the 1960s and 1970s about one-third of total outlays for federal grants to state and local
governments were for individuals, compared with more than 75% in FY2018.

Number of Federal Grants to State and Local
Governments

In the past, the now-defunct U.S. Advisory Commission on Intergovernmental Relations (ACIR)
and OMB used information contained in the Catalog of Federal Domestic Assistance (CFDA) to
count the number of federal grants to state and local governments. The CFDA “is a government-
wide compendium of Federal programs, projects, services, and activities that provide assistance
or benefits to the American public.”8 It lists 15 categories of federal grants: formula grants
(including formula categorical grants, formula-project categorical grants, and block grants);
project grants; direct payments for specified uses to individuals and private firms; direct
payments with unrestricted use to beneficiaries who meet federal eligibility requirements; direct
loans; guaranteed/insured loans; insurance; sale, exchange, or donation of property and goods;
use of property, facilities, and equipment; provision of specialized services; advisory services and
counseling; dissemination of technical information; training; investigation of complaints; and
federal employment. It lists all authorized federal grant programs, including grants that have not
received an appropriation. Because the CFDA focuses on the needs of applicants, if a program
uses a separate application or other delivery mechanism, the CFDA considers it a separate
program. This complicates efforts to count federal grants to state and local governments.

ACIR periodically published counts of funded federal grants to state and local governments
during the 1960s and then for Fiscal Years 1975, 1978, 1981, 1984, 1987, 1989, 1991, 1993, and
1995.1° OMB provided counts of funded grants to state and local governments for FY1980-

of the decade.

16 As will be discussed, theslowdown in federal grant funding during the early 1980swas largely due to the Reagan
Administration’s efforts to reduce the rate of growth in federal domestic expenditures and to reform federalism
relationships. T he slowdown in federal grant funding during the early 2010swas largely due to the expiration of
temporary federal grant assistance provided by P.L.111-5, the American Recovery and Reinvestment Act of 2009
(ARRA).

17 John Kincaid, “Developments in Federal-State Relations, 1992-93,” The Book of the States, 1994-95 (Lexington,
KY: The Council of State Governments, 1994), pp. 576-586; and John Kincaid, “ Trends in Federalism, Continuity,
Change and Polarization,” The Book of the States, 2004 (Lexington, KY: The Council of State Governments, 2004), pp.
21-27.

18 U.S. General Services Administration (GSA), 2012 Catalog of Federal Domestic Assistance, p. I, at
https://imwww.cfda.gov/.

19 ACIR, A Catalog of Federal Grant-In-Aid Programsto State and Local Governments: Grants Funded FY 1975, A-
52a, 1977 at http://mmwv.library.unt.edu/gpo/acir/Reports/policy/a-52a.pdf; ACIR, A Catalog of Federal Grant-In-Aid
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FY2003.2° Because they used a different methodology to determine which grant programs to
include in their count, their results differed. OMB consistently identified fewer federal grants to
state and local governments than ACIR. For example, in FY1995, OMB identified 608 funded
federal grants to state and local governments compared to ACIR’s count of 633.21 No
authoritative count of funded federal grants to state and local governments is known to have been
issued in recent years.

ACIR included in its counts all direct cash grants to state or local governmental units, other
public bodies established under state or local law, or their designee; payments for grants -in-kind,
such as purchases of commodities distributed to state or local governmental institutions;
payments to nongovernmental entities when such payments result in cash or in-kind services or
products that are passed on to state or local governments; payments to state and local
governments for research and development that is an integral part of their provision of services;
and payments to regional commissions and organizations that are redistributed at the state or local
level to provide public services.??

OMB counted only grants for traditional governmental operations, as defined in OMB Circular A-
11. The definition covered only grants that “support State or local programs of government
operations or provision of services to the public.”?® It excluded federal grants that went directly to
individuals, fellowships, most grants to nongovernmental entities, and technical research grants.

A search of the CFDA’s 2018 print edition and electronic version indicated that state
governments, local governments, U.S. territories, and federally recognized tribal governments are
eligible to apply for 1,616 federal grants (defined as authorized project grants, formula grants,
cooperative agreements, direct payments for specified uses, and direct payments for unrestricted
uses).?* Of these grants, 141 were not currently funded, 160 were research or fellow ship programs

Programsto State and Local Governments: Grants Funded FY 1978, A-72, 1979 at http://mww.library.unt.edu/gpo/
acir/Reports/policy/a-52a.pdf; ACIR, A Catalog of Federal Grant-In-Aid Programsto State and Local Governments:
Grants Funded FY 1981, M-133CAT, 1982 at http://mww.library.unt.edu/gpo/acir/Reports/information/M-133cat. pdf;
ACIR, A Catalog of Federal Grant-In-Aid Programsto State and Local Governments: Grants Funded FY 1984, M-
139, 1984 at http://mmw.library.unt.edu/gpo/acir/Reports/information/m-139.pdf; ACIR, A Catalog of Federal Grant-
In-Aid Programsto State and Local Governments: Grants Funded FY 1987, M-153, 1987 at
http:/Ammw.library.unt.edu/gpo/acir/Reports/information/m-153.pdf; ACIR, A Catalog of Federal Grant-In-Aid
Programsto State and Local Governments: Grants Funded FY 1989, M-167, 1989at http://mmw.library.unt.edu/gpo/
acir/Reports/information/M-167.pdf; ACIR, Characteristics of Federal Grant-In-Aid Programsto State and Local
Governments: Grants Funded FY 1991, M-182, 1992 at http://www.library.unt.edu/gpo/acir/Reports/information/M-
182.pdf; ACIR, Characteristics of Federal Grant-In-Aid Programsto State and Local Governments: Grants Funded
FY1993, M-188, 1994 at http://mmw.library.unt.edu/gpo/acir/Reports/information/M-188.pdf; and ACIR,
Characteristics of Federal Grant-In-Aid Programsto State and Local Governments: Grants Funded FY1995, M-195,
1995 at http://mmw.library.unt.edu/gpo/acir/Reports/information/M-195 pdf.

20 OMB, “The Number of Federal Grant Programsto State and Local Governments: 1980-2003,” February 18,2004.
Note: the GAO provideda count for FY1990; see U.S. General Accounting Office, Federal Aid: ProgramsAvailable to
State and Local Governments, HRD 91-93FS, May 1991, at http://mww.gao.gov/assets/90/89092.pdf.

21 OMB, “The Number of Federal Grant Programsto State and Local Governments: 1980-2003,” February 18, 2004.

22 ACIR excluded grantsdirectly to profit-making institutions, individuals, and nonprofit institutions (unless such
paymentsresult in cash or in-kind services or products that are passed on to state or local governments); payments for
research and development not directly relatedto the provision of servicesto the general public; payments for services
rendered; grants to cover administrative expenses for regional bodies; loans and loan guarantees; and shared revenues.
See, ACIR, Characteristics of Federal Grant-In-Aid Programsto State and Local Governments: Grants Funded FY
1995 (Washington, DC: GPO, 1995), pp. 26-28, at http://mmw.library.unt.edu/gpo/acir/Reports/information/M-195 pdf.

23 OMB, “The Number of Federal Grant Programsto State and Local Governments: 1980-2003,” February 18,2004,
p.7.

24 search and analysis conducted May 1-7,2019. T he number of federal grants to state and local governments was
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that were not targeted solely at either public institutions of higher education or other public
agencies, and 41 had broad eligibility extending beyond state and local governments. Removing
them from the list left 1,274 funded federal grants to state and local governments (see Table 4).

Table 4. Funded Federal Grants to State and Local Governments, by Type, Selected

FY1902-FY2018

General

# of Funded Revenue

Fiscal Year Grants Categorical Block Sharing?
2018 1,274 1,253 21 0
2017 1,247 1,226 21 0
2016 1,216 1,196 20 0
2015 1,188 1,168 20 0
2014 1,099 1,078 21b 0
2013 1,052 1,030 22 0
2012 996 970 26 0
2009 953 929 24 0
1998 664 640 24 0
1995 633 618 15 0
1993 593 578 15 0
1991 557 543 14 0
1989 492 478 14 0
1987 435 422 13 0
1984 405 392 12 I
1981 541 534 6 I
1978 498 492 5 I
1975 448 442 5 I
1968 387 385 2 0
1965 327 327 0 0
1960 132 132 0 0
1950 68 68 0 0
1940 31 31 0 0
1930 15 I5 0 0
1920 12 12 0 0
1902 5 5 0 0

determined by first examining all entries in the CFDA’s print version and then cross-checkingthe findings against a
search using the frequently updated CFDA’s on-line search engine. Because the CFDA’s on-line search engine includes
subparts of programs, the following search termswere used to minimize this problem: assistance type (all types of
formula grants, all types of project grants (except for fellowships), all types of cooperative agreements, all types of
direct payments for specified uses, and direct payments for unrestricted uses) by beneficiary eligibility (state
governments, local governments, U.S. territories, and federally recognized tribal governments).

Congressional Research Senice 10



Federal Grants to State and Local Governments

Sources: FY1902,FY1920,FY1930,and FY1940: US. Advisory Commission on Intergovernmental Relations,
Periodic Congressional Reassessment of Federal Grants-in-Aid to State and Local Governments, June 1961, pp. 44-49,at
http://www library.unt.edu/gpo/acir/Reports/policy/A-8.pdf; and US. Advisory Commission on Intergovernmental
Relations, Fiscal Balance in the American Federal System, vol. |, October 1967,pp. 140-141, 156-158,at
http://www library.unt.edu/gpo/acir/Reports/policy/a-3 1 - | .pdf; FY1950,FY1960,FY1965,and FY1968: US.
Advisory Commission on Intergovernmental Relations, Fiscal Balance in the American Federal System, vol. |,
October 1967,pp. 156-158,at http://www.library.unt.edu/gpo/acir/Reports/policy/a-3 |- 1.pdf; FY1975,FY 1978,
FY1981,FY1984:FY1987,FY 1989, FY1991,FY1993,and FY1995:US. Advisory Commission on
Intergovernmental Relations, Characteristics of Federal Grant-In-Aid Programs to State and Local Governments: Grants
Funded FY 1995, p. 3, at http//www.library.unt.edu/gpo/acir/Reports/information/M-195.pdf; FY1998: David B.
Walker, The Rebirth of Federalism, 2d Edition (NY: Chatham House Publishers, 2000),p. 7; and FY2009,FY2012-
FY2018: CRS computation, U.S. General Services Administration, The Catalog of Federal Domestic Assistance at
https://beta.sam.gov/.

Notes:
a. General revenue sharing distributed funds to states from 1972 to 1981 and to localities from 1972 to 1986.

b.  For further analysis, see CRS Report R40486, Block Grants: Perspectives and Controversies, by Robert Jay
Dilger and Eugene Boyd.

Because there is no consensus on the methodology used to count federal grants to state and local
governments, the 1,274 count of federal grants to state and local governments listed in Table 4
should be viewed as illustrative, as opposed to definitive, of the current number of federal grants
to state and local governments.

As the data in the table suggest, the number of federal grants to state and local governments
increased slowly from 1902 to 1930. Then, partly in reaction to the Great Depression, Congress
doubled the number of federal grants to state and local governments during the 1930s, and

continued to increase the number of federal grants to state and local governments during the
1940s and 1950s.

During the mid-1960s, Congress increased the number of federal grants to state and local
governments exponentially, primarily in response to national social movements concerning

poverty and civil rights. Nine federal grants to state and local governments were added in 1961,
17 in 1962, 20 in 1963, 40 in 1964, 109 in 1965, 53 in 1966, 3 in 1967, and 4 in 1968.2°

Congress continued to increase the number of federal grants to state and local governments
during the 1970s, but at a relatively slow pace as it addressed budgetary constraints presented by
“guns versus butter” issues associated with the Vietnam conflict. Then, at the urging of President
Ronald Reagan in 1981, Congress approved the largest reduction in the number of federal grants
to state and local governments in American history by creating 9 new block grants which
consolidated 77 categorical grants and revised two earlier block grants. The Reagan
Administration also eliminated funding for 62 categorical grants in 1981, mainly through
authority provided under P.L. 97-35, the Omnibus Budget Reconciliation Act of 1981.26

The number of federal grants to state and local governments increased relatively slowly during
the remainder of the 1980s, as Congress faced budgetary constraints presented by demographic
changes in American society that led to escalating costs for several federal entitlement programs,
especially for Social Security, Medicare and Medicaid, and by the Reagan Administration’s
general opposition to the expansion of the federal grants-in-aid system.

2 ACIR, Fiscal Balance in the American Federal System, vol. 1, October 1967, p. 157, at http://www.library.unt.edu/
gpo/acir/Reports/policy/a-31-1.pdf.

2 David B. Walker, Albert J. Richter, and Cynthia Cates Colella, “The First T en Months: Grant -in-Aid, Regulatory,
and Other Changes,” Intergovernmental Perspective vol. 8, no. 1 (winter 1982): 5-22.
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As the data in Table 4 indicate, the number of federal grants to state and local governments
continued to increase during the 1990s, and has continued to do so, but more slowly in recent
years.

Land Grants and “Dual Federalism”: 1776-1860

The relative influence of internal versus external factors on congressional decisions affecting the
federal grants-in-aid system has varied, both over time and in each specific policy area. Prior to
the Civil War, external factors, especially cultural norms and expectations concerning
government’s role in American society, restricted congressional options concerning enactment of
federal grant-in-aid programs for state and local governments.

During this time period, America was primarily a rural nation of farmers. Travel conditions were,
compared with today’s standards, primitive. Many Americans rarely left their home state, and
many others never set foot in another state. Government as we know it today, with regulations
and spending programs affecting many aspects of American life, did not exist. Although
ratification of the Articles of Confederation and Perpetual Union on March 1, 1781, formally
established the United States of America, personal allegiance was still directed more toward the
individual’s home state than to the nation. It was an era of what federalism scholars have called
“dual federalism,” where states were expected to be the primary instrument of governance in
domestic affairs.?”

However, even before the Constitution’s ratification, the federal government found ways to
provide state and local governments with assistance to encourage them to pursue national policy
objectives. For example, under the Articles of Confederation and Perpetual Union, Congress did
not have the power to lay and collect taxes and relied heavily on state donations to fund the
government. This lack of revenue, and expenses related to national defense, limited congressional
spending options in domestic affairs. The Congress of the Confederation addressed that issue by
adopting the Land Ordinance of 1785. The Ordinance generated revenue for the government by
authorizing the sale of land acquired from Great Britain at the conclusion of the American
Revolutionary War. The Ordinance also required every new township incorporated in those lands,
called the Ohio Country, to be subdivided into 36 lots (or sections), each 1 mile square. Lots 8,
11, 26, and 29 were reserved for the United States.?® The new townships were required to use Lot
16 “for the maintenance of public schools, within the said township.”2? Some schools are still
located in lot 16 of their respective townships, although many of the school lots were sold to raise
money for public education. These land grants for public education were reauthorized by

27 Harry N. Scheiber, The Condition of American Federalism: An Historian’s View, astudy submitted by the
Subcommittee on Intergovernmental Relations to the Committee on Government Operations, U.S. Senate, 89" Cong.,
2M sess., October 15, 1966; and Harry N. Scheiber, “Federalism and Legal Process: Historical and Contemporary
Analyses of the American System,” Law & Civil Society Review, vol. 14, no. 3 (spring 1980), pp. 669-683.Note: T here
were aspects of cooperative federalism during thistime periodas well. For example, state officials administered federal
elections, state governments housed some federal prisoners, and state courts tried some federal court cases, see Daniel

J. Elazar, The American Partnership: Federal-State Cooperation in the Nineteenth Century United States (Chicago, IL:
University of Chicago Press, 1962).

28 Journals of the Continental Congress, 1774-1789, Volume XXVI11, May 20, 1785, p. 378. Note: Proceeds from the
sale of the four lotsset aside for the United States were intended to fund promised military officer pensionsand claims
for back pay for military service during the Revolutionary War. Soldiers were also eligible for grantsof land as
compensation for these purposes, see pp. 379-380.

2 |bid., p. 378.
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Congress in the Northwest Ordinance of 1787.39 Congress subsequently adopted similar
legislation for all states admitted to the union from 1802 to 1910, with exceptions for Texas,
which retained all of its public land, and Maine and West Virginia, which were formed from other
states. From 1802 to 1848, one lot in each township was to be used for education, from 1848 to
1890 two lots, and from 1894 to 1910, with one exception, four lots. 3!

When the Framers met in Philadelphia in 1787 to rework the Articles of Confederation and
Perpetual Union, the national economy was in recession, state governments were saddled with
large debts left over from the Revolutionary War, the continental dollar was unstable and destined
to be a national joke (“not worth a continental”’), the navy could not protect international
shipping, and the army proved unable to protect its own arsenal during Shay’s rebellion in 1786.
To address these issues, Congress was provided 17 specific powers in Article 1, Section 8 of the
U.S. Constitution, ratified in 1789, including the power to coin money, establish post offices,
regulate copyright laws, declare war, regulate the Armed Forces, borrow money, and, importantly,
lay and collect taxes.

The power to lay and collect taxes provided Congress the means to expand the federal
government’s role in domestic affairs. Moreover, the Supreme Court issued several rulings under
Chief Justice John Marshall concerning congressional authority to regulate interstate commerce
that effectively cleared the way for congressional activism in domestic policy.®2 However, the
prevailing view in Congress at this time was that any power not explicitly provided to Congress
in the Constitution was excluded purposively, suggesting that in the absence of specific,
supporting constitutional language the exercise of governmental police powers (the regulation of
private interests for the protection of public safety, health, and morals; the prevention of fraud and
oppression; and the promotion of the general welfare) was either meant to be a state or local
government responsibility, or outside the scope of governmental authority altogether.

Nevertheless, during the 1800s there were congressional efforts, primarily from representatives
from western states, to adopt legislation to provide federal cash assistance for various types of
internal improvement projects to encourage western migration and promote interstate commerce.
Most of these efforts failed, primarily due to sectional divisions within Congress which, at that
time, made it difficult to build coalitions large enough to adopt programs that targeted most of
their assistance to western states. Some opposition came from Members of Congress who viewed
reducing the national debt from the American Revolutionary War as a higher priority. Other
Members opposed federal interventions as a matter of political philosophy. They viewed the
provision of cash assistance for internal improvements, other than for post roads, which were
specifically mentioned in the Constitution as a federal 